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Purpose of Nursing-Home Program 

Under Section 232 of the National Hous- 
ing Act the Federal Housing Administra- 
tion insures mortgages on qualified nursing 
homes. The aim of this mortgage insurance 
program is to help provide needed nursing 
homes that are acceptable as security for 
the mortgages and adequate for the safety 
and proper care of occupants. 

The program is designed to work well in 
the building of new nursing homes and in 
the rehabilitation of existing ones. Toward 
that end, FHA regulations, procedures, and 
property standards for nursing homes are 
kept as simple as possible. 

All nursing homes developed under this 
program are built by private builders. They 
are owned and managed by private concerns 
or individuals. They are financed with loans 
of private capital made by FHA-approved 
lenders, who in turn are insured by FHA 
against loss on the loans. 


Meaning of Nursing Home 

The nursing home is a facility privately 
owned and run for profit (a proprietary 
facility) or owned by a private nonprofit 
corporation or association, and : 

• Licensed or regulated by the State (or 
authorized State subdivision) in which it 
is located. 

• For people who, though not acutely ill 
or in need of hospital care, do need skilled 
nursing care and related medical services. 

• One in which such care and services 
are prescribed by, or are performed under 
the general direction of, persons licensed 
by the State to provide them. 

Projects used specifically as hospitals, 
homes for the aged, clinics, or diagnostic 
or treatment centers are not considered as 
nursing homes and are therefore not ac- 
ceptable for FHA mortgage insurance un- 
der this program. (Under another program, 
provided by Title XI of the National Hous- 
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ing Act, FHA insures mortgages for group 
practice facilities; and housing for the 
elderly is FHA-financed under Section 231 
of the Act.) 


State Certification 

Before insuring any mortgage under Sec- 
tion 232, FHA must have, from the appro- 
priate agency of the State in which the 
nursing home is to be located : 

• Certification that there is a need for 
the home. 

• Certification that there are in force in 
the State (or its political subdivision) rea- 
sonable minimum standards for licensing 
and operating nursing homes. 

• Satisfactory assurance that such stand- 
ards will be applied and enforced with re- 
spect to any nursing home in the State on 
which FHA provides mortgage insurance. 

^HA relies on the various States to enforce 
their license requirements. 


FHA Analysis of Project and Sponsor 

• FHA does not decide the amount 
patients may be charged. That is up to the 
management of the nursing home. FHA’s 
concern with the income of a project or 
with charges to patients is: 

• That the rates, space, and services of- 
tered are competitive with those of other 

ursing homes in the area. 
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• Character and reputation. 

• Ability and experience for developing, 
building, and operating (directly or in- 
directly) a nursing home of the size and 
type proposed. 

• Financial capacity to complete, equip, 
and furnish the proposed home in accord- 
ance with FHA regulations and with the 
needs of the people for whom it is intended, 
and to provide operating capital when 
necessary. 

Eligible Mortgagors 

The proprietary mortgagor may be a 
corporation, a trust, a partnership, or an 
individual approved by FHA. 

The nonprofiit mortgagor may be a pri- 
vate corporation or association. It must be 
organized for purposes other than the mak- 
ing of profit for itself or for persons identi- 
fied with it. The organization must be in no 
way controlled or directed by persons or 
firms seeking to derive profit from it. 

The mortgagor must be subject to a regu- 
latory agreement. A corporate mortgagor 
may be regulated also by charter provision. 

The mortgagor may lease the project to 
a nursing-home operator on terms approved 
by FHA. Whether the mortgagor runs the 
home or leases it, the facility must operate 
under license and inspection by the State or 
locality. 

Eligible Mortgages 

The mortgage may cover eith'''- 
new buildings or existing buil 
rehabilitated. New-constructior 
not involve rehabilitation r- 
existing structures. Th( 
elude at least 20 beds, 
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paid by the mortgag-or initially, but reim- 
bursement is made from mortgage proceeds 
at the time of initial closing. 


Special Requirements 

Certain working capital, operating fund, 
cost certification, and labor standard re- 
quirements must be met. 

• For proprietary nursing homes only, 
the FHA insuring office director, on the 
basis of the situation in the particular case, 
determines the amount of cash working 
capital required. 

• The FHA insuring office director, on an 
individual case basis, determines how much 
in the way of an operating fund is required 
to meet the project's expenses during the 
time deemed necessary for the project to 
attain sustaining occupancy. 

• Cost certification, indicating actual 
costs of all improvements, is required by 
FHA upon completion of the improvements. 

• There must be adherence to prevailing 
labor standards and wage rates applicable 
to construction work performed. 


Minimum Property Standards 

“FHA Minimum Property Standards for 
Nursing Homes,” HUD PG-28, sets forth 
the minimum criteria for the planning, con- 
struction, and development of a property 
that is to serve as security for an insured 
mortgage on a nursing home. Would-be 
sponsors of a nursing-home project should 
get a copy of this publication from their 
local FHA insuring office. 

These standards apply to all new con- 
struction projects and, with specified varia- 
tions permitted in certain requirements, to 
all rehabilitation projects. They apply only 
to the individual property within its prop- 
erty lines, not to improvements off the plot 
— except for the provision of struts for 
vehicular access, and essential services and 
facilities at the site, when the property is 
accepted for insurance. 
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They are intended to obtain in a property 
the characteristics that: 

• Assure it is, and will remain, useful 
durable, and desirable. 

• Comply with basic safety and health 
requirements. 

• Provide adequate facilities for efficient 
care and nursing services in conformance 
with the purpose of Section 232. 

They include standards for fire protec- 
tion, room sizes, number of beds, nursing 
units, door and corridor width, ceiling 
height, closet space, mechanical equipment, 
and so on. 


Procedure for Sponsors 

The nursing-home program is adminis- 
tered by local FHA insuring offices. Spon- 
sors wanting to use this program should 
consult with their lender and the FHA office 
that serves the area of the proposed nurs- 
ing-home project. This is the first step — and 
a most important one — for sponsors to take 
before making formal application for an 
insured mortgage. 

At the first interview on the proposed 
project, sponsors should give FHA: 

• Full information about the property. 

• An outline of a definite care and service 
plan for occupants of the nursing home. 

• An indication of their own qualifica- 
tions to develop and carry out the project. 

appears to be acceptable, 

’ then request, for pre-application 



. An acceptable Certiflcate of Nee, 1 on 
FHA Form 2576 or assurance that il is 

forthcoming. 

• Form 2538, Previous Multifamily Par- 
ticipation Certification- 

Application for Mortgage Insurance 

When advised by the FHA to appl.'’ i'''' 
an insured mortgage, sponsors should^ oii- 
tain the appropriate FHA application form 
from an approved lender. They should then 
fill it in, attach exhibits called for in the 
form, and submit the entire package to the 
lender for submission to the FHA insuring 
office. 

When it receives the application, FHA 
takes the processing steps rexfuired before 
issuing a commitment and before endorsing 
the mortgage for insurance. 


Equal Opportunity in Housing 

FHA regulations under the President’s 
Executive Order 11063 of November 20, 
1962, require that housing provided with 
FHA assistance be made available with- 
out discrimination because of race, color, 
creed, or national origin. 

The regulations prohibit any person, 
firm, or group receiving the benefits of 
FHA mortgage insurance or doing busi- 
ness with FHA from practicing such dis- 
crimination in lending or in the sale, ren- 
tal, or other disposition of the property. 
Violations may result in discontinuation 
of FHA assistance. 

One- or two-family dwellings which 
have been occupied by the owner a^ ex- 
empt from the regulations; but it tne 
purchaser of such a home wishes to 
nance it with an FHA-insured mortgap 
the lender may not refuse to make e 
loan because of the buyer s race, c , 
creed, or national origin. , , 
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The FHA in Brief 

Since its establishment in 1934, the 
Federal Housing Administration has 
written mortgage and loan insurance 
: amounting to well over a hundred billion 
j dollars. This amount covers mortgage in- 
surance on millions of homes, on more 
than a million living units in multifamily 
j projects, and on many millions of prop- 
j erty improvement loans. Altogether, 

: FHA has helped between 35 million and 
I 40 million families to improve their hous- 
ing standards and conditions. 

Congress provided the FHA mortgage 
; and loan insurance system to help im- 
piove housing standards, to promote the 
use of sound financing methods, and to 
Mp keep the mortgage market steady 
I FHA supports itself through income de- 

' In J • “’T ^^“surance premiums, 

: and investments. Its insurance reserves 
: are well over a billion dollars, 
j All loans insured under FHA programs 
I are made by private lenders. FHA does 
I not lend money or build housing. The 
j first programs dealt with insured home- 
! mprovement loans, home-mortgai 

I Ad^tional programs cover insurance of 
! to develop land, to Zlm, 

' hoSIS facilities, and to provide 
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